
I COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

CITY OF WILLIAMSBURG ) 

COMPLAINANT ) 

) 

) 
DEFENDANT ) 

vs . ) CASE NO. 94-443 

CUMBERLAND FALLS HIGHWAY WATER DISTRICT ) 

ORDER 

This matter involves a dispute over the rate which the City of 

Williamsburg, Kentucky ("Williamsburg" ) charges Cumberland Falls 

Water District ("Cumberland Falls") for water service. On May 4, 

1994, Williamsburg notified Cumberland Falls of its intent to 

increase its water service rate from $1.50 per 1,000 gallons to 

$2.40 per 1,000 gallons effective July 1, 1994. When Cumberland 

Falls refused to pay the higher rate, Williamsburg brought this 

action to obtain Commission approval of that rate. Cumberland 

Falls moved for dismissal of Williarnsburg's complaint. 

In -son C ountv Wa ter District v. Citv of F r a n u  , Ky., 072 
S.W.2d 460, 462 (1994), the Kentucky Supreme Court held that a 

city, which includes a city-owned utility, waives its exemption 

from Public Service Commission regulation "when it contracts with 

a regulated utility upon the subjects of rates and service." To 

implement this decision, the Commission ordered municipal utilities 

providing wholesale utility service to a public utility to file 

their existing contracts and schedules of wholesale rates. 

Administrative Case No. 351, w i a a l  Utilitia (Ky. P.S.C. Aug. 

10, 1994) . 
. .  



All municipal Utilities, except Williamsburg, have complied 

with thio Order. The Commiooion hao accepted the contracts and 

~cl~odulan nn filed no tho lawful rateti of the affected utilities, 

A f i  n renult , tho contractual relationohipn between most municipnl 
utilitlan and their wholenale customers have not been matorially 

n f  f oc t ed , 

Williamnburg’o complaint raises an important question about 

t ho  procedure0 which tho Commission ohould follow in reviewing 

inunicipol utility requests for rate adjustments, To answer these 

quoutiono, wo need look no further than 

Diotrict. 
In W a t w  the Kentucky Supreme Court 

round that 

where contracts have been executed between a utility and 
a city, . . . KRS 278.200 is applicable and requires that 
by 00 contracting the City relinquishes the exemption and 
io rondered subject to PSC rates and service regulation. 

KRS 278.200 provides: 

Tho commission may, under the provisions of this 
chaptor, originate, establish, change, promulgate and 
cnforco any rate or service standard of any utility that 
hno been or may be fixed by any contract, franchise or 
agroament botween the utility and any city, and all 
righto, privileges and obligations arising out of any 
ouch contract, franchise or agreement, regulating any 
ouch m t o  or service otandard, shall be subject to the 
jurisdiction and supervision of the commission, but no 
uuch rate or oervice standard shall be changed, nor any 
contract, franchise or agreement affecting it abrogated 
or changed, until a hearing has been had before the 
cornmisoion in the manner prescribed in this chapter. 

Thio otntute, which applies by ito termo to contracts, franchises 

and agreements with cities, is permissive except to the extent that 

it inotructo the Commission to hold a hearing before taking any 
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action which changes an existing "contract, frnnchioo or ngraainont" 

and requires that the hearing bo held "in tho mannor proocribad by 

this chaptor [KRS Chapter 2781 . It 
Viewing the -on rountv WDiotr ic t  docioion togothor 

with KRS Chapter 278, a uniform method of oxorcioing tha 

Commiosion's jurisdiction over cities bucomos nppnront . Whoro t i  

city applies for approval of a rate contrary to that which would bo 

established under an existing agreomont with a utility, or whoro LI 

utility complains of implementation of a rnto or oorvico contrary 

to an oxisting agreement with a city, tho Commiooion i o  in oE€act 

being requestad to change or abrogate the underlying agraomont. To 

do so, the Commission must firot hold a hoaring "in tho mannor 

prescribed" by KRS Chapter 278. Tho mannor prescribed by Chaptor 

278 for holding a hearing on a propoeed rate incroase is oot forth 

in KRS 278.190 and preaupposos complianco with tho applicablo ruloo 

of procedure set forth in Commiosion Regulation 007 KAR 5 : O O l .  To 

the extent that these regulations impooe burdons which aro onorouo 

in a particular situation, either the city or tho utility may nook 

permission to deviate from the requirement by ohowing good cauna. 

807 KAR 5:001, Section 14. 

Where either a city or a public utility seeks tho enforcemont 

of a rate established pursuant to an exioting contract, tho 

Commission's jurisdiction is founded upon KRS 278.260. In 

addressing that complaint, the Commission's ruleo of procodure, 

Commission Regulation 807 KAR 5:001, are applicable. 

Consistent with the Commission's Order i n  Adminiotrative Cuoo 

No. 351 and KRS 278.160, contracts and rate schedules filod with 

the Commission shall control the rates and conditionn of ocrvica of; 
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. I ,  

tho pnrtieo, Chnrigeo to thono currently 011 file with t ! ~ e  

Commlnaion 011~11 bo rnrrdo i ?  nccordnnca wit:lr KRS ~ 7 0 , I o o  and 

Commiooion Rogulntion 007 KAR 5 1 0 1 1 .  

In the aurront cnno, Willinmnburg htiti rn ta r i  01-  contracts 011 

CiIo  with tho Coinminoion. It oookn nn ndjuotmant of unttjn in 

oCfoct whon the ' dt3Cil3iOll bflCAIIlf3 

finnl . A complaint brought agaiziot Culnborland F n l l o  purnunnt to 

KRS 2 7 0 . 2 6 0  i o  not tha propar (Ivenuo to oaak ouch an ndjuotment. 

Williamoburg'n propor couroo i n  to apply for a rtito odjuntmont in 

accor.dancm with tho procoduroa oat: forth in KRS 270.190 nnd 

Commiasion Rogulation 007 KAR 5 I 001, Soction 10. The Corninionion 

findo that, 80 Williamoburg'o complaint i o  not tho propar mathod 

fo r  oooking tl rata adjuotmont, it nhould bo dininionad. 

IT IS THEREFORE ORDERED that Williamnburg'o Comploint i n  

diamiooed. 

Dona at Frankfort, Kontucky, thin 11th dny Of April, 1995. 

PUBLIC sErivIcE COMMISS~N 

ATTEST : 

alp Exocut ve D 9 rector 


